A New Future for a Company Town : Diversification and Employment in Kamaishi City by WILTSHIRE  Richard
A New Future for a Company Town :
Diversification and Employment in Kamaishi
City
著者 WILTSHIRE  Richard







    A New Future for a Company  Town  : 
Diversification and Employment in Kamaishi City
Richard WILTSHIRE*
Abstract The closure of a substantial proportion of the facilities at the Kamaishi 
Steelworks in 1989 created the need for a rapid expansion in alternative employment 
opportunities. Nippon Steel confronted its own  difficulties by means of retirements 
and permanent transfers to plants located elsewhere, temporary job creation mea-
sures, and investments in six new enterprise fields, which are examined in detail. 
There were substantial redundancies amongst Nippon Steel's subcontractors, and the 
responsibility for finding new jobs for these workers fell to public sector agencies. 
New jobs have been created in the city by a number of "invited enterprises" which 
have been enticed to Kamaishi through the combined efforts of local government and 
Nippon Steel itself. As a result of these measures, the city has undergone a substan-
tial diversification of its manufacturing base. 
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1 Introduction 
   Structural changes within the Japanese steel industry over the past twenty years 
have brought difficult times for the communities within which the major steel com-
panies operate. At greatest risk have been those sites which remain in business 
largely through inertia, and those communities which have little else to fall back on. 
Two of Japan's older steel towns, Muroran and Kitakyushu, have suffered serious 
employment losses through the decline in steelmaking and the collapse of activity in 
other local industries. One of the most badly hit, however, has been the oldest steel 
town of all, Kamaishi, a city whose manufacturing economy has always revolved 
around the needs of a single industry and a single  plant  : the Kamaishi Works of the 
Nippon Steel Corporation. According to the  official Survey of Industrial Statistics 
(Kogyo Tokei Chosa), Nippon Steel accounted for nearly three quarters of the total 
value of industrial shipments from Kamaishi in the mid-1980s, prior to the latest round 
of closures, and the report of the latest Census reveals that between 1985 and 1990 the 
population of the city declined by 7,524 (or 12.5%) to just 52,483. Only one city in 
Japan, Muroran, experienced larger falls in population in both absolute and percentage 
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terms (Management and Coordination Agency 1990). 
   The slow but seemingly inevitable decline of the Kamaishi Works has been 
charted in great detail in earlier works by a number of authors, including researchers 
at Fukushima University (Fukushima Daigaku Chiiki Kaihatsu Kenkyukai  1982  ; 
Yamakawa 1983 and 1990) and at Chuo University (Tanosaki 1985), and in English by 
Hashimoto (1987) and Sargent and Wiltshire (1988). The latest chapter, which has 
seen the steel industry in Kamaishi shrink to a single core business, began on March 
25, 1989, when the fires of the remaining blast furnace were extinguished. The closure 
of the associated steelmaking facilities left Kamaishi with a solitary wire mill, supplied 
with its raw material in billet form by ships dispatched from Nippon Steel's giant mill 
at Kimitsu, on Tokyo Bay. These closures were part of Nippon Steel's Fourth 
Rationalization Plan, which came into effect in 1987. This plan called for the concen-
tration of steelmaking at the company's main integrated plants at Kimitsu, Nagoya 
and Oita, with widespread cutbacks elsewhere that would reduce the company's 
workforce by some 19,000 over four years (Shin Nippon Seitetsu Kamaishi Seitetsujo 
1990a). 
   For Kamaishi, the employment implications of the 1989 closures were grim. 
Nippon Steel had 2,220 regular employees in Kamaishi at the end of 1987, of whom just 
270 would be required to operate the remaining wire mill (Table 1). While some of the 
job losses could be accommodated through transfers of both administrative and 
production personnel to other facilities elsewhere in Japan, and through voluntary and 
full-term retirements, there was no prospect of achieving the necessary reductions 
         Table 1 Employment adjustment at the Kamaishi Steelworks,  1987-1990.*
December 31 January 1 
  1987 1990
Change 
1987-90
Total personnel (zaiseki jinin) 
 of  whom  : 
 A) Administrative (shumushoku) 
 B) Production (gijutsushoku) 
     of  whom  : 
    1) Steel Division 
    2) New Enterprise Division 















 —550 (250 permanent inter-
    plant transfers and 300 




 Source  : Shin Nippon Seitetsu Kamaishi Seitetsujo (1990b). 
 Notes  :  * The figures are approximate, having been rounded in the original to the nearest 
          ten. 
     ** Includes 135 outplacements to other companies (shukko), 125 on temporary loan to 
       other Nippon Steel plants (shokan oen) and other companies (shagai haken), 70
        scrapping redundant equipment or working on environmental improvements, and
        120 otherwise engaged.
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through such traditional methods alone. Hence the company was obliged to explore 
other ways of fulfilling its obligations to its local workforce, and it has done so with 
considerable success, using as its chief method the development of a wide range of new 
enterprises (or shinki jigyo), most of which are completely unconnected with the 
business of steelmaking. 
   Meanwhile, the situation facing the employees of Nippon Steel's subcontractors in 
Kamaishi was even  bleaker  : their numbers were to be reduced from around 1,400 to 
just 400-500  (Kamaishi-shi 1990). Some of the larger subcontractors attempted to 
duplicate Nippon Steel's example by implementing transfers and voluntary retire-
ments, and by seeking other ways of absorbing surplus workers, but without access to 
the scale of resources available to Nippon Steel these measures were inevitably less 
successful, and recourse had to be made to redundancies. Responsibility for finding 
new jobs for the workers affected fell to the Ministry of Labour's local Public 
Employment Security Office, while the creation of new places of work was a shared 
responsibilty between local and central governments, which strove in cooperation with 
Nippon Steel to entice other companies to set up new factories in Kamaishi, again with 
notable success. 
   The consequences of the 1989 closures, and the measures taken to deal with them, 
have thus born traces of the "dual structure" of Japanese manufacturing industry, with 
marked differences in corporate behaviour and assumption of responsibility for 
employment creation between the large company at the centre of Kamaishi's economy, 
Nippon Steel, and a variety of actors - subcontractors, unrelated firms, and a variety 
of government agencies - on the periphery. One objective of this paper is to illustrate 
some of these important differences. The primary objective, however, is to examine 
the range of new enterprises which have been established in Kamaishi, the conditions 
under which they have been set up, their contribution to local employment, and their 
prospects for growth - or survival - in the future. The materials upon which the 
discussion in based have been obtained in part from interviews conducted in Kamaishi 
in April and May of 1990, and in part from reports published in the specialist steel 
industry press, particularly the newspaper Tekko Shimbun (hereafter denoted as TS) 
and one of Nippon Steel's in-house newsletters, Shin Nippon Seitetsu Sokuho (hereafter 
denoted as SNSS).
2 Nippon Steel's employment strategy 
   Table 1 shows that Nippon Steel has responded to the problem of surpluses 
amongst its own permanent workforce at Kamaishi in three ways. First, it has sought 
retirements and arranged for permanent transfers of both administrative and produc-
tion workers. Second, it has engaged workers in a range of temporary (or supposedly
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temporary) activities, including outplacements, loans to other firms and other Nippon 
Steel plants, and environmental improvements within the Kamaishi Works' compound. 
These temporary measures have acted as a stop-gap and have steadily diminished in 
importance over time. Third, it has developed a range of new enterprises which have 
absorbed increasing numbers of workers over time, including some who had previously 
been engaged temporarily in make-work activities. 
   These new enterprises perform an important function as a means of employment 
creation, but that is not the only reason why Nippon Steel has chosen to diversify its 
activities in Kamaishi. As important in the short term, and certainly much more 
important in the long term, is Nippon Steel's desire to transform itself, nationally and 
globally, from a single industry company stuck in a declining sector to a diversified 
conglomerate of enterprises, with interests ranging from entertainment to electronics, 
from steel to Yahata's "Space World" theme park, and from high technology to garden 
furniture and orchids. Under the Fourth Rationalization Plan the share of the com-
pany's revenues derived from new enterprises rose to 25% in Fiscal 1990 (from just 
16% in Fiscal 1987) and under the Fifth Rationalization Plan (formally known as the 
"New Medium -Term Plan") announced in March 1991, it is scheduled to rise to 36% 
by Fiscal 1993 (TS, March 30, 1991). In this sense, Nippon Steel's operations in 
Kamaishi can be seen as a microcosm of what the company itself intends to become.
3 Nippon Steel's new enterprises 
   Nippon Steel's new enterprises in Kamaishi have been organized by the company 
into six "new enterprise fields". The employment levels generated in each of these 
(plus the research and development facilities associated with the wire mill) as of 
January 1, 1990 are shown in Table 2. In this section we will examine employment in 
each field in turn, in the context not only of the types of activity being undertaken, but 
also of the relative importance of the employment creation and strategic 
diversification motives. An attempt will also be made to consider the future prospects 
for selected enterprises, so as to illustrate some of the problems which the company  -
and Kamaishi - still face in establishing a diversified employment base. 
   Of the overall workforce in these enterprises, approximately two thirds are full-
time regular employees of Nippon Steel, of whom in turn just over one quarter are 
administrative workers (shumushoku) and the remainder production workers  (gijutsu-
shoku) of various grades. The remaining one third of the workforce in the new 
enterprises consists of so-called  puropa  shain, "proper" company employees, who are 
actually directly employed by the enterprise concerned rather than by Nippon Steel 
itself. 
   The most important new enterprise field, in overall employment terms at least, is
Table 2 
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that dealing with electronics and information systems. Note, however, that this is not 
the leading field when it comes to taking on former  steelworkers  : it accounts only for 
around one fifth of the total. This is the only field in which "proper" employees are 
actually more numerous that Nippon Steel staff, and it accounts for over seventy 
percent of all "proper" employees listed in the table. In other words, it is the field 
which best reflects the influence of Nippon Steel's strategic diversification drive. 
There are also marked differences, however, between the two enterprises within this 
field, PNN and Tohoku Enicom. 
   PNN was one of the earliest new enterprises to be established in Kamaishi, having 
been set up in 1986 as a joint venture with Philips of Holland and Nippon Chemicon to 
manufacture ceramic condensers for the electronics industry (Shin Nippon Seitetsu 
1986, pp. 345-347). Other than eight managerial staff seconded from Nippon Steel, the 
entire workforce consists of "proper" employees, locally recruited, of whom the 
majority (sixty percent) are women. Although it is operating in a high technology 
field, it is essentially an ordinary manufacturing concern which has been located in 
Kamaishi to take advantage of the availability of low cost labour, and in this respect 
it is just like any one of the many electronics factories which have been set up 
throughout rural Tohoku over the past decade. Note, however, that PNN's headquar-
ters is actually in  Kamaishi  : it is not a branch plant. 
   Tohoku Enicom on the other hand, the largest single enterprise within any of the 
six fields, boasts a full complement of administrative and production workers transfer-
red from Nippon Steel and "proper" employees of its own. A number of the latter are 
local girls hired specifically for the rather routine task of keying data into computer 
systems as part of a databasing service, the raw material being faxed from Tokyo 
where such labour is far more expensive to obtain. Most of this enterprise's business, 
however, is at the innovative edge of electronics and information systems. Tohoku 
Enicom is just one division, alongside those at other Nippon Steel plants, of an 
independent but wholly owned subsidiary founded in 1988 to take over management of 
Nippon Steel's electronics interests. Modern steelmaking depends upon sophisticated 
electronic control systems, and Nippon Steel has long enjoyed a reputation as a leader 
in the fields of factory automation and industrial electronics. The Enicom group has 
around 3,400 employees across Japan (as of mid-1991), its own sales network, and an 
active recruitment policy based on hiring young science graduates direct from univer-
sities (TS October 24, 1990). Many of the "administrative" workers at Tohoku 
Enicom are actually young scientists and technicians engaged in research and develop-
ment work, and the fruits of their labours so far include an automatic data entry 
system for handling payroll and employment records based upon optical disk hardware 
and system software supplied by Nippon  Electric  : Enicom was responsible for the 
applications software (SNSS July 27, 1990).
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   Enicom as a whole is clearly an enterprise with strong growth potential, and 
Tohoku Enicom has made an important contribution thus far to its success. Over the 
longer term, however, the success - and indeed the survival - of the Kamaishi opera-
tion will depend upon whether it continues to make commercial sense to retain 
research and development facilities at each steelworks, as more of the company's 
business is derived from sources totally unrelated to steelmaking, and upon whether or 
not Enicom decides to consolidate its research interests elsewhere, leaving remote 
operations such as those at Kamaishi to handle more routine development and 
database business. A central concern must be the  difficulty of maintaining face-to-
face contact with new customers, given the high level of technical cooperation required 
in the design of computer and information systems, not all of which can be handled 
efficiently by electronic mail. In the meantime however, Tohoku Enicom has served 
the welcome function of retaining and reinforcing a part of the high technology skills 
base in Kamaishi which might otherwise have been lost with the closure of the main 
steelmaking facilities. 
   The second leading new enterprise field in employment terms is that dealing with 
life services and foods. The contrast with the electronics and information systems 
field could hardly be more striking, for it is far more important as an employer of 
former steel workers, and especially former production workers (accounting for some 
forty percent of the latter), and far less noteworthy as an employer of newly-recruited 
labour. More than any other, this is the enterprise field into which Nippon Steel has 
been decanting surplus labour, and which exists largely as an expedient rather than as 
a component of the company's long term growth strategy. 
   Finetec, which was founded in 1986, is the oldest enterprise in this field, and was 
set up in the hope of exploiting the potential of a new material which Nippon Steel had 
commenced manufacturing during the previous year - a special iron powder incorpor-
ating graphite grains, which releases large quantities of heat during oxidation. The 
company is a joint venture, being 30% owned by Nippon Steel and 70% by Nittetsu 
Shoji, and its manufacturing facility is located within what was formerly a castings 
foundry within the Kamaishi Works compound (Shin Nippon Seitetsu 1986, p. 349). 
Here are manufactured a range of disposable heating products, including pocket 
warmers, hair curlers and self-adhesive body warmers, as well as de-oxygenation 
tablets which have found markets in the food industry (for the preservation of 
perishables). Initially this enterprise was staffed exclusively by former steelworkers, 
but an increasing number of local women have also been taken on, at lower wages, and 
according to company sources this process will continue as more male workers reach 
retirement age. 
   Most of the remaining employment within this field is accounted for by NBP 
Tohoku, which was set up in June 1987 as a wholly-owned subsidiary of Nippon Steel
 8 R. WILTSHIRE
and, like its sister organizations established in each of the company's other steelworks 
under the 1987 Fourth Rationalization Plan, its express purpose is to soak up surplus 
labour (as was explained, for example, by the General Manager of the Kamaishi 
Works, Mr Korematsu, in TS May 15, 1990). From the time of its founding, NBP 
Tohoku has relied on business put its way by the Kamaishi Steelworks for only around 
20% of its turnover; the rest has been generated from a wide variety of businesses 
operating under its management and serving non-traditional  markets  : typical exam-
ples are the manufacture of stained glass windows and garden furniture. 
   While the objective of  NBP Tohoku's activities may be essentially short term , this 
is not to say that enterprises which appear to have an exclusively employment-
creating role cannot also become commercial successes with a long term future . 
Although most of these enterprises are far too young to make clear judgements about 
their long term viability (if any), there are signs that some at least are going to be 
highly successful - if through luck as much as judgement. 
   An excellent and well documented example (see TS October 8, 1990 and Nippon 
Keizai Shimbun September 3, 1990) is the enterprise set up within the Kamaishi Works 
compound by NBP Tohoku to manufacture a soy-based reconstituted protein meat 
substitute which is marketed under the name "tanpakki" in Japan. It is hard to 
imagine an activity further removed from the demands of the steelworks , and the men 
who were transferred to this enterprise had to adjust to working under the highest 
conditions of cleanliness in what amounts to a large scale kitchen . Production began 
in 1988, and initial sales to outlets such as Nippon Steel's own canteens and the school 
lunch trade were disappointing. As a result, production remained at the level of 5 to 
6 tons per month. In late 1988 and early 1989, however, the company undertook a test 
marketing programme in Taiwan, a programme which was to transform the prospects 
for this enterprise. Vegetable protein foods were already well established in the 
Taiwanese market, and the Kamaishi product soon proved to be extremely popular , 
thanks to its palatability and high dietary fibre content. By mid 1990 exports to 
Taiwan had reached an extraordinary 80 tons per month , and the company was facing 
difficulties keeping up with demand just from this one market. By then reconstituted 
soy protein accounted for some 70% of NBP Tohoku's sales , the enterprise had 
absorbed 44 workers, nearly all of them on outplacement (shukko) from Nippon Steel , 
and the company was planning to go onto a three-shift system to ensure  round-the-
clock production. Although the initial intention of this enterprise had simply been to 
generate employment, it was already close to making a profit in its own right, and thus 
merit being spun off as a separate subsidiary. 
   However, the success of the reconstituted soy protein business also underlines 
some of the difficulties that will face many such enterprises over the longer term . 
Profitability will depend not only on finding new markets for new products, but also on
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the ability to supply those markets on a competitive basis at the lowest possible cost. 
At present, production costs are kept artificially high through reliance upon the use of 
expensive male workers. A process of substitution with cheaper female workers will 
have to take place, but how quickly this can be achieved will depend on the rate at 
which the existing male workforce either retires or is found more productive things to 
do. And assuming that the substitution is made, and the scale of production is stepped 
up substantially to meet likely market demand, what rationale will remain for making 
this product within the steelworks, within Kamaishi, or even within  Japan  ? 
   The new enterprise field with the third largest employment total, the Tech-
nocentre, closely resembles Life Services and Foods both in the structure of its 
workforce, nearly three quarters of which consists of former production workers from 
the steelworks, and in its fundamental  purpose  : to create new employment opportu-
nities. The Technocentre consists of a number of separate enterprises, each of which 
is engaged in some form of engineering or precision processing activity, and in this 
respect the work undertaken in this field is much closer to the types of activity with 
which many of its employees are already familiar. While each of these enterprises 
started life under direct management by Nippon Steel, the objective is to spin them off 
as separate subsidiaries if possible once profitability has been achieved. The enter-
prises include a facility for manufacturing components using CNC automatic lathes, 
another which undertakes precision processing of moving parts for computer periph-
erals (of which more in Section 5), a laboratory dedicated to the preservation of 
exhumed cultural treasures, a consultancy engaged in environmental  .and product 
testing and monitoring, and workshops manufacturing precision components from 
ceramic base for the camera industry as well as various metal components. Two 
other enterprises within the Technocentre deserve detailed comment, one of which 
fabricates bodies for commercial vehincles, while the other produces a special resin-
injected wood. 
   The commercial vehicle body enterprise is housed in a redundant factory building 
within the main Works' compound, and currently employs around thirty Nippon Steel 
production workers. The enterprise began operations in November 1989 and makes 
use of its workforce's accumulated skills and expertise in casting and other aspects of 
metalwork. There are two main products - a truck with gull wing sides which open 
upwards to reveal the interior, and another with a  flat body - both of which are 
produced on behalf of a company located in Tochigi Prefecture. The vehicles have 
proved themselves in the market place, production is expanding rapidly, and employ-
ment is expected to rise to around fifty by the second half of the 1992 financial year (TS 
February 19, 1991). Here then is as example of a successful enterprise which is 
serving a new market but also making good use of the workforce's existing skills. 
   The resin-injected wood enterprise, whose product is known commercially as
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"Nittetsu Wood"
, commenced operations in December 1989. The process makes use 
of a special ethylene glycol injection technique which ensures that the wood is preser-
ved in its entirety, making it a suitable material for further fabrication and permitting 
the use of softwoods in circumstances where both the visual appeal and durability of 
hardwoods are normally required. Unlike many of the new enterprises at Kamaishi, 
this one does exploit local raw materials, and it has also created a novel linkage to the 
regional economy which takes the form of a joint venture between Nippon Steel, 
various companies in Tono City (which in located across the Sennin Pass from 
Kamaishi), regional banks and Tono City's municipal government. This new com-
pany, Lindenbaum Tono, supplies prefabricated houses to the Kanto region, construct-
ed out of "Nittetsu Wood" (SNSS July 12, 1990). 
   "Nittetsu Wood" also has a number of other uses
, one of which appears to offer 
a secure market for the immediate  future  : railway sleepers. New sleepers 
manufactured from it are to be installed on part of the new mini-Shinkansen line 
between Fukushima and Yamagata, for example, which is due to open in 1992. There 
is also a huge replacement rarket for wooden sleepers, which are still in use on bridges 
and at points, and for which "Nittetsu Wood" promises twice the life expectancy of 
more traditional products (TS February 15, 1991). There is also a strong element of 
irony here, for the loss of an important railways market (for rails) in the early 1970s, 
when Nippon Steel was forced to withdraw from the business for antimonopoly 
reasons, contributed strongly to the difficulties subsequently experienced by steelmak-
ing in Kamaishi. 
   The biotechnology new enterprise field is one which at present mainly performs an 
employment creation role (on a rather small scale), but which can be expected in the 
future to contribute strongly to Kamaishi's pool of fundamental research activities, 
and to do so in a way that will reinforce one of the traditional strengths of the 
Kamaishi and broader Tohoku economies - fishing and marine products. 
   The oldest enterprise in this field is Nittetsu Life's mushroom cultivation venture, 
founded in 1985 in a disused rolling mill, and producing edible shiitake and matsutake 
fungi for the Kanto market (Shin Nippon Seitetsu 1986, 347-348). These fungi are a 
traditional product of the area, and are cultivated on moist logs stored on racks inside 
vinyl greenhouses which have in turn been set up inside the old mill building. As can 
be seen from its age, this venture has not proved a major job  creator, though it has 
played a significant role as an early demonstration of Nippon Steel's commitment to 
the concept of new enterprises. 
   The other enterprise in this field which was primarily set up to create employment 
opportunities is the Miniature Orchid Cultivation Centre. This is housed in purpose-
built greenhouses located on the Heita land reclamation site, and has been in operation 
since November 1989 (Iwate Tokai Shimbun November 28, 1989). Initial employment
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at the Centre was only seven, and this was expected to rise only slowly - to a total of 
twelve by 1992. Indeed, its value would appear to lie more in the image that it has 
helped to create for Nippon Steel than in its contribution to employment and profits. 
Unlike the soy protein enterprise, which is similarly far removed from the business of 
steelmaking, but has been fortunate in finding a ready market for its products, the 
Centre has so far attained only half of its target sales, despite vigorous marketing 
efforts, and steps have been taken to increase sales by introducing a plant rental 
scheme. Two underlying problems faced by this enterprise are the limited period of 
peak demand, which necessitates very accurate timing of shipments, and the limited 
size of the market - even for rented plants - in the immediate vicinity (TS March 26, 
1991). 
   In the longer term, two other enterprises in this field can be expected to make a 
far more significant contribution to the diversification of Kamaishi's  economy  : the 
Kamaishi Research Centre established by the Centre for Industrial Applications of 
Marine Biology (Kokogyo Kaiyo Seibutsu Riyo Gijutsu Senta), and the Cold Water High 
Quality Fish Breeding Technology Research Centre (which is also known as Sun Rock). 
Both are notable for being joint enterprises between Nippon Steel, other private 
companies and the public sector. 
   The former opened in April 1990 and occupies spacious laboratories constructed 
on the Heita reclamation site, and is jointly funded by the Ministry of International 
Trade and Industry, Nippon Steel, and a large number of private sector companies, 
each of which will be providing scientific staff on secondment to conduct research into 
cold water marine organisms (a sister laboratory in Shimizu concentrates on warm 
water organisms). By the end of April 1990 the Kamaishi Research Centre had 
already acquired a staff of twenty-three researchers and sixty support staff, several of 
them (including the Centre's general manager) on outplacement from Nippon Steel (TS 
April 26, 1990). 
   As for Sun Rock, this is a joint investment between Nippon Steel, ICR (Intelligent 
Cosmos Research, an innovative scientific and regional development organization for 
the Tohoku Region based in Sendai), six other private sector interests, seven local 
government bodies and a number of fisheries cooperatives (TS March 19, 1991). Sun 
Rock was founded in 1989, and operates three research stations, one of which is located 
within the Kamaishi Works compound and is conducting research on the breeding of 
shirochozame fish. Once again, the general manager and other staff have been 
obtained on outplacement from Nippon Steel. 
   The remaining two new enterprise fields, the Grain Centre and "Resort Develop-
ment", differ markedly from the others not just in their small scale of employment, but 
also in their space requirements and linkages to the broader regional economy. The 
Grain Centre has been developed on a prominent site within the area formerly occupied
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by the steelworks' raw materials assembly yard. Where once large pens held iron  are 
and coal, today there are silos loaded with feed grains imported from America and 
elsewhere via Nippon Steel's own jetty in the adjacent Harbour area. Next door to 
the silos a new factory is being constructed which will prepare formula animal feed 
from the imported grains, as a joint venture between companies other than Nippon 
Steel (Marubeni, Marubeni Fodder, Nippon Nosan, and Mitsubishi  Shoji  : see SNSS 
November 9, 1990). While neither enterprise is scheduled to become a large scale 
employer, (employment in the feed factory is expected to reach only 20), the  "k  om-
binat" formed by the silos and associated factories is important because of the new 
pattern of inter-regional linkages it will build up. Its feedstuffs will be sent overland 
to satisfy the needs of pig and poultry farmers in central Iwate and points in Akita 
Prefecture as well. Indeed, the first shipment (of grains rather than mixed feed) was 
dispatched to Hanamaki in Central Iwate in April, 1991 (Iwate Nippo, April 24, 1991). 
The construction of the Grain Centre will have a number of knock-on effects for the 
local economy, including an impact on the demand for road haulage services, which 
will in turn add to the pressures for an improvement in the quality of the road across 
the mountains through the Sennin Pass, and the establishment of a number of associat-
ed facilities. For example, the Ministry of Agriculture, Forestry and Fisheries has 
had to open a quarantine station in Kamaishi to ensure that imported plant materials 
are free of noxious organisms (SNSS November 9, 1990). 
   The resort development enterprise is also concerned to make maximum use of 
redundant company land, but in two different areas within the Works  compound  : the 
area surrounding the old blast furnace, and the seaward end of the Heita reclamation 
site, located at the head of an inlet to the south of Kamaishi Port. There are hopes 
that the blast furnace can be preserved as the centrepiece of an industrial theme park  -
Kamaishi already has a Museum of Steel which traces the city's origins as the 
birthplace of the modern Japanese iron and steel industry. As for the Heita site, this 
will be used to house an international exposition, "Japan Expo in Iwate '92", which is 
to be held in the summer of 1992 and will feature a maritime theme. Nippon Steel has 
acquired considerable expertise in the exposition and theme park trade over the past 
few years, thanks to the large investment it has made in the "Space World" complex 
at Yahata in Kitakyushu City. 
   To summarize then, Nippon Steel has set up a wide variety of new enterprises in 
Kamaishi, under institutional arrangements varying from direct management (still the 
majority) through wholly owned subsidiaries to commercial joint ventures and 
research consortia combining private and public sector funds. While many of these 
enterprises have been set up specifically to create fairly short term employment 
opportunities, several have distinctly positive growth prospects, Together they pro-
vided over 800 jobs as of January 1, 1990, including over 550 places for Nippon Steel
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employees (400 of them production workers). According to recent reports, as of 
March 31, 1991 the new enterprises were expected to have taken on around 700 
workers from Nippon Steel (ie. an additional 150), out of a combined total of 1,200 
Nippon Steel workers engaged at the Kamaishi Works. The challenge facing Nippon 
Steel now is to convert these enterprises into profit making ventures capable of 
operating on an independent basis, in competition with established producers in many 
cases, and it has set itself the goal of hiving each enterprise off as a separate subsidiary 
by Fiscal 1983, so as to preserve employment over the longer term (TS February 19, 
1991). 
   Without doubt, the company has already achieved its short term goal, of providing 
sufficient new employment opportunities locally to absorb those workers made surplus 
by the 1989 closures and who could not be expected to take jobs elsewhere or to retire. 
In the process, it has made a significant contribution to the diversification of Kamai-
shi's industrial base, converting much of the Steelworks' compound into a complex 
industrial estate, and introducing a number of activities which would never have 
become established in the city were it not for Nippon Steel's presence and Nippon 
Steel's requirements.
4 The subcontractors' response 
   The 1989 closures also created severe employment adjustment problems for 
Nippon Steel's numerous subcontractors in Kamaishi. The ability of these companies 
to cope, and their manner of doing so, appears to have been strongly conditioned by 
scale. The larger firms, such as Sangyo Shinko and Taihei Kogyo (the largest 
subcontractors in Kamaishi, with 285 and 167 employees in Kamaishi in April 1989 
 respectively  : Tekko Roren 1987 and 1990), have operations at several of Nippon 
Steel's facilities, which made it possible to transfer surplus workers elsewhere. 
According to Nippon Steel sources, of some 1,070 workers no longer required by its 
subcontractors in Kamaishi, around 120 were given permanent transfers to other 
branches of the same company, and 20 were transferred temporarily. The bulk of the 
surplus workers, however, especially in the smaller companies, either retired (540) or 
were forced apparently to seek work in external labour markets (390, of whom around 
70 were still unemployed in April 1990). These figures (which were supplied in rounded 
form) accord reasonably well with statistics obtained from the Kamaishi Public 
Employment Security  Office, which show that of 345 (rather than 390) former 
employees of Nippon Steel subcontractors made redundant after the closures, 73 were 
still looking for work in April 1990 (Kamaishi Kokyo Shokugyo Anteijo 1990). The 
discrepancy between the totals is understandable, since the 390 include a number of 
former employees who were transferred to subsidiary companies set up by some of the
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subcontractors themselves, and who therefore obtained new jobs without having to 
register for unemployment benefits with the local Public Employment Security Office. 
   What is noticeably lacking from the subcontractors' response, however, is any 
large-scale attempt to diversify the range of activities undertaken in Kamaishi 
through the establishment of new enterprises, other than a few tentative and tempo-
rary projects. An interview conducted with local managers at Taihei Kogyo's 
Kamaishi Office, for example, revealed that the company has been forced to shed 
around 220 jobs in Kamaishi since 1986 - a figure consistent with those obtained from 
independent sources, which show that Taihei Kogyo's workforce in Kamaishi fell from 
389 in April 1986 to 167 in April 1989 (Tekko Roren op. cit). Around 150 of its workers 
were made redundant, of whom 52 were transferred to jobs with two companies spun 
off by Taihei Kogyo to perform tasks it had previously undertaken itself under 
subcontract. Taihei Kogyo had tried to set up a new enterprise of its own in 
Kamaishi, growing and wholesaling roses, but had abandoned it within a year, largely 
because the company was unwilling and unable to sustain  short-term losses, unlike 
Nippon Steel. Instead of focusing on new enterprises, which would involve the 
company in retraining some of its workers at considerable expense in time and money, 
it chose instead to capitalize on its workers' existing skills as far as possible, by 
arranging transfers to other places of employment where their skills were still in 
demand. Thus between 40 and 50 were transferred permanently to the company's 
branches at other Nippon Steel plants (mainly those at Nagoya, Kimitsu and Sakai), 
and another 50-60 were loaned temporarily to other factories, mainly in Sendai and 
Hachinohe. 
   A few of Nippon Steel's smaller subcontractors have also attempted to diversify 
into new enterprises - Sakagami et  al. (1989 op. cit 181-183) give the example of one 
firm which now manufactures steel reefs and aluminium fittings for swimming pools  -
but most have confronted the need for real redundancies, and have reduced their 
 work  forces accordingly.
5 Invited enterprises 
   While Nippon Steel's subcontractors, and other local firms affected less directly by 
the 1989 closures, attempted as best they could to cope with the employment implica-
tions, the ultimate reponsibility for ensuring that adequate employment opportunities 
would be on hand for those workers who were now surplus to requirements fell to the 
local, prefectural and national governments, working in close cooperation with Nippon 
Steel. The latter brought to the task its extensive network of contacts, shareholdings 
and other avenues of influence throughout the nation, its financial and managerial 
strengths, plus its local resource base, including its role as the biggest landowner
                   Diversification and Employment in Kamaishi City 15 
within the habitable area of Kamaishi City, of which, according to Sakagami et  al. 
(1989), Nippon Steel owns more than twenty percent. The primary actor in the public 
sector has been the City of Kamaishi, which has tried to encourage as many firms as 
possible to relocate or set up branches in the city, as so-called "invited enterprises" 
(yuchi kigyo), through the activities of its Regional Revitalization Projects Promotion 
Division. The city has enjoyed the advantage of designation under the Special 
Measures for Recession Affected Regions Law (ibid 93-95), which makes available a 
range of benefits to potential investors. 
   The city government has long been involved in the business of attracting inward
Table 3
"Invited enterprises" (y
uchi kigyo) in Kamaishi, 1970-90
Name
                Year 
Headquarters Factory 
               Announced
          Employment 





a) Announced 1970-1986 
Kishu Zorin Osaka-shi 
Tohoku Denki Onkyo Hasama-cho, 
                   Miyagi-ken 
Koshuha Netsuren Tokyo-to 
Shiragane Seisakusho Tokyo-to 
Omura Giken Yokohama-shi, 
                      Kanagawa-ken 
 1970-86 Subtotal: 
b) Announced 1987-1990 
Iwate Hoken Maesawa-cho, 










Shin Nippon  Daisu** 
Yamada Seitetsu 
































































 c.  26t 
 c. 420t 
 c. 70 
 c.  10t 
 c. 30t 
 c. 814 
 c. 1,062
Wood chips  & pallets 
 [Closed  1987j 
Reinforced concrete pipes 
Electronic components 
Precision metal components
Mens dress shirts 
Semiconductor components 
Steel frame fabrications 
Precision components 





Steel frame fabrication 
Diamond tools 
Moving parts for 
computers
 Sources  : 
Notes:  t
Kamaishi  1990  ;  * SNSS, 10,  1990  ; 
1990. 
Projected employment after factory
 SNSS, August 6, 
opens.
 1990  ;  *** TS, August 29,
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investments, but prior to 1987 it had comparatively little to show for its efforts. 
Between 1970 and 1986 only six new factories were announced, one of which was 
PNN's ceramic condenser plant, which is best considered as a Nippon Steel investment 
anyway. Of the other five one shut up shop in 1987, and the remainder had a total 
workforce of 248 between them as of April 1, 1990 (Table 3). All four are branch 
plants of companies based in the Tokyo or Osaka areas, and manufacture products 
ranging from electrical components (using mostly female labour) to wood chips and 
pallets. One factory, that of Koshuha Netsuren, which is a leading manufacturer of 
reinforced concrete pipes and a member of Nippon Steel's keiretsu (Shin Nippon 
Seitestu 1986 345-347), obtains some of its raw materials from Nippon Steel and is 
actually located on a site formerly occupied by Nippon Steel company housing - an 
early example of active involvement on Nippon Steel's part in the attraction of inward 
investment. The other invited enterprises which moved into Kamaishi over this 
period were left to find their own sites though (Yamakawa 1990 62-63). 
   Since 1987, however, another dozen new factories have been announced, with a 
combined employment total (actual or projected) in excess of 800. One, Iwate Hoken, 
resembles PNN and Shiragane Seisakusho (for which see Tanosaki 1985 314-315), in 
being an employer primarily of female labour, whose availability and low cost was a 
prime locational consideration. The others, however, all employ more men than 
women, and several are engaged in heavy engineering work well suited to the existing 
skills and abilities of former steelworkers. 
   It is interesting to speculate as to why this improvement in the position regarding 
inward investment took place. Prior to 1987 the main barriers to new investors were 
the sheer physical inaccessibilty of Kamaishi City and high land costs (relative to the 
interior plains of Iwate Prefecture). These barriers still remain, despite intensive 
lobbying to obtain improvements to local road links. What has changed, however, is 
the degree of pressure upon manufacturers based in the Kanto Region to relocate 
elsewhere, as a result of rapid land and wage cost inflation in the late 1980s caused by 
strong economic growth. Even more important though has been the fact that Nippon 
Steel itself has taken a far more active role since the announcement of the Fourth 
Rationalization Plan in 1987, not just in establishing new enterprises under its own 
direct management, but also in making available land and redundant buildings within 
the Steelworks' compound and former company housing areas to new investors, in part 
as a means of redeploying its own surplus workforce. A few examples will serve to 
illustrate the range of activities of these newer imports, and the strength of the links 
which exist between them and Nippon Steel. 
   The largest of the new factories has been constructed by SMC, Japan's leading 
manufacturer of air compression equipment. It occupies a site in the Kaminakajima 
District of Kamaishi formerly used for company housing by Nippon Steel, and it was
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induced to locate a facility in Kamaishi through joint efforts between Nippon Steel and 
the city and prefectural governments. Employment was scheduled to rise to around 
420 by the end of 1991, of whom 54 would be outplaced workers (on shukko) from 
Nippon Steel, including several of the new factory's managers (SNSS May 9, 1990). 
According to the General Manager of the Kamaishi Steelworks, Mr Korematsu, SMC 
(along with Shirakawa) would be in a position to absorb some of the Nippon Steel men 
who had been loaned temporarily to the Muroran works following the closure of 
Kamaishi's steelmaking facilities (TS May 15, 1990), thus directly linking a new 
"invited" enterprise with one of Nippon Steel's short term employment creation 
measures. It should also be noted that SMC is now the largest single private-sector 
employer in Kamaishi after Nippon Steel, and actually employs more labour than the 
wire mill. Furthemore, SMC's employment target for 1995 is 1,000 (SNSS March 22, 
1991), which if attained will almost certainly make it the largest employer of any kind 
in Kamaishi. 
   Shirakawa's branch factory has also been constructed on Nippon Steel land, but 
this time within the Works compound itself, on land formerly occupied by steelmaking 
plant. Shirakawa is a specialist in steel frame fabrications within Nippon Steel's own 
industrial group, manufacturing products for the building trade from  H-shapes and 
steel plate, most of which are marketed in the Kanto Region. Most of its raw 
materials arrive by sea from Nippon Steel's installations at Kimitsu and Sakai. 
Initial employment when the factory opened in 1990 was around 70, including 40 
outplaced Nippon Steel workers, with employment expected to rise eventually to 150 
or so (SNSS April 10, 1990), including perhaps 100 outplaced Nippon Steel workers (TS 
May 15, 1990). In the event, however, the company's operations proved so successful 
that in April 1991 it announced its decision to construct a second factory on an adjacent 
site, expanding its product range in the process. At the time of this announcement the 
company had 123 employees in Kamaishi, 87 of them on outplacement from Nippon 
Steel, and its overall workforce in Kamaishi is expected to rise to around 300 once the 
second factory opens in April 1992, including an additional 20 to 30 outplaced workers 
from Nippon Steel, by which time it too will be a larger employer than Nippon Steel' 
s own wire mill (SNSS April 8, 1991, and TS April 2, 1991). 
   A third example is Yamada Seimitsu Seisakusho. Yamada is a manufacturer of 
precision moving components (such as spindles for floppy disk drives) for the computer 
and video industries. Its Kamaishi factory has also been constructed on former 
Nippon Steel company housing land, this time in the Matsukura District. At the time 
production was scheduled to begin (February 1991) it was to have 30 employees, rising 
eventually to around 50, with the main equipment in the factory consisting of auto-
matic CNC lathes (SNSS October 12, 1990). Yamada has also been the sole outlet, 
however, for components manufactured in one of Nippon Steel's own "new enter-
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prises" in Kamaishi, the Number 2 Precision Processing Center (part of the Tech-
nocentre new enterprise field), and indeed, of 32 lathes installed in Nippon Steel's 
facilities half were actually owned by Yamada. In March 1991 Nippon Steel handed 
over the entire management (ikan) of the Number 2 Centre to Yamada, together with 
its equipment and staff, all of which were to be transferred to Yamada's own factory 
(TS February 26, 1991), a unique example in Kamaishi (so far at least) of the 
management of a new enterprise not just being spun off, but relinquished entirely. 
   In summary then, Kamaishi has proved quite successful in recent years in attract-
ing "invited enterprises" to invest in the city, providing jobs not just for cheap female 
labour but also for some of the experienced older men made redundant by the 1989 
closures. These achievements are a reward for concerted  efforts on the part of the 
local and prefectural governments concerned, as well as other interested parties. A 
key factor in the city's recent success, however, has been the active involvement of 
Nippon Steel itself, as a provider of sites, labour, and other inputs. As Nippon Steel 
has sought to diversify its own production base in Kamaishi, so it has perceived 
obvious complementarities between its own interests and those of other companies, 
complementarities which it has moved quickly to exploit.
6 The problem of older workers 
   The results of efforts to create new employment opportunities in Kamaishi are 
also reflected to some extent in the subsequent employment histories of workers made 
redundant as a consequence of the 1989 closures. As was noted earlier, some 345 
former employees of Nippon Steel subcontractors registered for work with the local 
Public Employment Security Office. Of these, a total of 209 had found new jobs by 
April 1, 1990, all but 12 of them within the Office's own local jurisdiction, and of the 
remainder, 73 were still looking for work, 38 were undergoing formal retraining, and 
25 had given up the search for a new job (Kamaishi Kokyo Shokugyo Anteijo 1990). 
   In short, around forty percent had failed to track down some kind of new job even 
a year after the closures, which is hardly an outstanding achievement given the amount 
of effort which had gone into employment creation and the attraction of new enter-
prises from outside the city. In part this is a matter of time  lag  : it has taken time to 
attract new enterprises, and even a year after the closures several major investments 
had not yet been announced, yet alone completed. In part too it is a matter of 
competition from workers who are better placed to take advantage of new jobs, since 
they can be transferred into them through outplacement (shukko) from Nippon Steel. 
The large-scale transfers of workers to SMC and Shirakawa are obvious examples of 
this. And in part it is a reflection of the underlying immobility of many of these 
 workers  : according to a mid-1989 survey of newly unemployed persons undertaken by
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 Fig. 1 Re-employment of workers made redundant by Nippon Steel subcontractors as a 
   result of the 1989 closures. 
 Source  : Calculated from data in Kamaishi Kokyo Shokugyo  Anteijo  (1990).
the local Public Employment Security Office,  77.7% of the 251 respondents lived in 
owner-occupied dwellings, compared with just 4.4% in company housing (ibid.). 
These homeowners would find it almost impossible to sell their homes in Kamaishi's 
depressed housing market, which makes it very difficult for them to seek jobs outside 
the city. 
   The key variable in continuing unemployment, however, has clearly been age. As 
Fig. 1 demonstrates, three quarters of those aged below 35 had found new jobs within 
two months, but it was five months before a majority in the 45-49 age group had new 
jobs, and a year after the closures two thirds of workers in the age groups from 55 
upwards were still unemployed. And as Fig. 2 makes clear, the great majority of the 
workers who had originally been made redundant and who had sought new work were 
in these older age groups - hence what is overall a rather disappointing record of re-
employment. The obvious and unsurprising conclusion to be drawn from this is that 
it is these older workes who have born the worst consequences of the 1989 closures, 
disadvantaged by age in a job market where new employment opportunities are being 
created mainly in fairly high technology manufacturing rather than in manual fields, 
and without the protection which Nippon Steel has afforded to its own older workers 
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Fig. 2 Status of workers made redundant by Nippon Steel subcontractors as a result of 
   the 1989 closures, as of March 31, 1991. 
 Source  : Calculated from data in  Kamaishi Kokyo  Shokugyo Anteijo (1990).
that one of the main complaints voiced by managers of invited enterprises is that they 
cannot secure sufficient supplies of labour locally, particularly when the requirement is 
for young female school leavers, who would far rather leave Kamaishi for more 
rewarding jobs in Tokyo and elewhere (Sakagami 1989  0. cit., 30-32, 93-95).
7 Conclusion 
   In this paper we have examined some of the major employment responses to the 
closure in 1989 of the last blast furnace and associated steelmaking facilites at Nippon 
Steel's Kamaishi Works, particularly where they involve the establishment of new 
enterprises and the diversification of the city's employment base. 
   It must be stated that not all of the short term consequences for employment have 
been examined - such as induced cutbacks, closures and redundancies in the retail 
sector. As a result, the paper has undoubtedly painted rather too rosy a picture of 
Kamaishi's successes in coping with its difficulties, a deficiency which cannot be 
corrected until results are available from a detailed study of these wider effects 
currently being undertaken by the Kamaishi Chiho Shinkokyoku. In the past the most 
vociferous protests against closures at the Kamaishi Works have generally come not 
from Nippon Steel's own workforce, which has been well protected by its union and by 
the management traditions of its employer, but from interests tied to the tertiary
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sector, who stand to lose most from any reductions in local economic activity. 
   Nor have we examined some of the longer term responses, from local government 
in particular, which may well lead to important changes in the fortunes of Kamaishi's 
economy in the future. Into this category would fall such schemes as the redevelop-
ment of the station forecourt area, the campaign to improve the road links with 
interior Honshu via the Sennin Pass, and the recent opening of a new Technical College 
in the city. The results of  these investments can only be judged at a future date. 
   What is clear from the material which has been examined here, however, it that 
Kamaishi has already achieved an important transformation, from a single industry 
company town to a town with a more diversified industrial base and a wider range of 
employers than ever before. This does not mean, of course, that its future is necessar-
ily secure. Much will depend upon Nippon Steel's continued commitment to the city, 
not just as a direct employer at the wire mill, but also through its role as guardian over 
many of its new enterprises which have yet to attain profitability and the chance of 
achieving commercial success as independent companies. A degree of rationalization 
amongst the company's new enterprises seems both likely and desirable, particularly 
once the immediate need for employment creation has passed. To this end the 
company is actively considering how to link the new enterprises more directly to the 
core wiremaking business so as to increase the profitability (and hence the security) of 
the latter (SNSS November 20, 1990). And beyond Nippon Steel, much will also 
depend upon the fortunes of the Japanese economy as a whole and, in particular, on the 
extent to which the so-called "hollowing out" of the economy leads to the relocation 
of some of the new "invited enterprses" to lower cost production sites overseas. For 
the moment, however, there are reasons for guarded optimism about the city's future.
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